STATE OF NEBRASKA
DEPARTMENT OF INSURANCE
941 O STREET, SUITE 400
LINCOLN, NE 68508

Requirements For Transacting Business as a Managing General Agent

Article 49 Managing General Agents

Section 44-4901 Act, how cited.

Sections 44-4901 to 44-4910 shall be known and may be cited as the Managing General Agents Act.
Source: Laws 1990, LB 1136, § 112

Section 44-4902 Terms, defined.

For purposes of the Managing General Agents Act:

(1) Actuary means a person who is a member in good standing of the American Academy of Actuaries;

(2) Business entity means a corporation, association, partnership, limited liability company, limited liability
partnership, or other legal entity;

(3) Director means the Director of Insurance;
(4) Insurer means any person duly licensed in this state as an insurance company pursuant to Chapter 44;

(5) Managing general agent means any person who manages all or part of the insurance business of an insurer,
including the management of a separate division, department, or underwriting office, and acts as an agent for
such insurer, whether known as a managing general agent, manager, or other similar term, who, with or without
the authority, either separately or together with affiliates, produces, directly or indirectly, and underwrites in
any one quarter or year an amount of gross direct written premium equal to or more than five percent of the
policyholders surplus as reported in the last annual statement of the insurer in any one quarter or year and who
(a) adjusts or pays claims in excess of ten thousand dollars or (b) negotiates reinsurance on behalf of the
insurer. Managing general agent does not include an attorney in fact for a reciprocal or interinsurance exchange
under a power of attorney, an employee of the insurer, a United States manager of the United States branch of
an alien insurer, or an underwriting manager who, pursuant to contract, manages all or part of the insurance
operations of the insurer, is under common control with the insurer, and is subject to the Insurance Holding
Company System Act and whose compensation is not based on the volume of premiums written;

(6) Person means an individual or a business entity; and
(7) Underwrite means the authority to accept or reject risk on behalf of the insurer.

Cross References:
Insurance Holding Company System Act, see section 44-2120.

Source: Laws 1990, LB 1136, § 113, Laws 1991, LB 236, § 86, Laws 1993, LB 583, § 108, Laws 2006, LB
875, 8 7.



Section 44-4903 License; requirements.

No person shall act in the capacity of a managing general agent with respect to risks located in this state for an
insurer licensed in this state unless such person is licensed in accordance with the Insurance Producers
Licensing Act. No person shall act in the capacity of a managing general agent representing an insurer
domiciled in this state with respect to risks located outside this state unless such person is licensed in
accordance with such act.

Source: Laws 1990, LB 1136, § 114, Laws 2006, LB 875, § 8.
Cross References: Insurance Producers Licensing Act, see section 44-4047.

Section 44-4904 Contract; requirements.

No person acting in the capacity of a managing general agent shall place business with an insurer unless there is
in force a written contract between the parties which sets forth the responsibilities of each party and, if both
parties share responsibility for a particular function, specifies the division of such responsibilities and which
contains the following minimum provisions:

(1) The insurer may terminate the contract for cause upon written notice to the managing general agent. The
insurer may suspend the underwriting authority of the managing general agent during the pendency of any
dispute regarding the cause for termination;

(2) The managing general agent will render accounts to the insurer detailing all transactions and remit all funds
due under the contract to the insurer on not less than a monthly basis;

(3) All funds collected for the account of an insurer will be held by the managing general agent in a fiduciary
capacity in an institution that is insured by the Federal Deposit Insurance Corporation. The account shall be
used for all payments on behalf of the insurer. The managing general agent may retain no more than three
months’ estimated claims payments and allocated loss adjustment expenses;

(4) Separate records of business written by the managing general agent will be maintained. The insurer shall
have access and right to copy all accounts and records related to its business in a form usable by the insurer, and
the director shall have access to all books, bank accounts, and records of the managing general agent in a form
usable to the director. Such records shall be retained as determined by the director;

(5) The contract may not be assigned in whole or in part by the managing general agent;

(6) Appropriate underwriting guidelines, including:

(@) The maximum annual premium volume;

(b) The basis of the rates to be charged;

(c) The types of risks which may be written;

(d) Maximum limits of liability;



(e) Applicable exclusions;
(F) Territorial limitations;
(9) Policy cancellation provisions; and

(h) The maximum policy period. The insurer shall have the right to cancel or nonrenew any policy of insurance
subject to applicable insurance statutes and regulations;

(7) The insurer shall require the managing general agent to obtain and maintain a surety bond for the protection
of the insurer. The bond amount shall be at least one hundred thousand dollars or ten percent of the managing
general agent’s total annual written premium nationwide produced by the managing general agent for the
insurer in the prior calendar year, whichever is greater, but not greater than five hundred thousand dollars;

(8) The insurer may require the managing general agent to maintain an errors and omissions policy;

(9) If the contract permits the managing general agent to settle claims on behalf of the insurer:

(@) All claims must be reported to the insurer in a timely manner;

(b) A copy of the claim file will be sent to the insurer at its request or as soon as it becomes known that the
claim:

(i) Has the potential to exceed an amount determined by the director or exceeds the limit set by the insurer,
whichever is less;

(i) Involves a coverage dispute;

(iii) May exceed the managing general agent’s claims settlement authority;

(iv) Is open for more than six months; or

(v) Is closed by payment of an amount set by the director or an amount set by the insurer, whichever is less;

(c) All claim files will be the joint property of the insurer and the managing general agent. Upon an order of
liquidation of the insurer, such files shall become the sole property of the insurer or its estate, and the managing
general agent shall have reasonable access to and the right to copy the files on a timely basis; and

(d) Any settlement authority granted to the managing general agent may be terminated for cause upon the
insurer’s written notice to the managing general agent or upon the termination of the contract. The insurer may
suspend the settlement authority during the pendency of any dispute regarding the cause for termination;

(10) If electronic claims files are in existence, the contract must address the timely transmission of the data;

(11) The managing general agent shall use only advertising material pertaining to the business issued by an
insurer that has been approved in writing by the insurer in advance of its use; and



(12) If the contract provides for a sharing of interim profits by the managing general agent and the managing
general agent has the authority to determine the amount of the interim profits by establishing loss reserves or
controlling claim payments or in any other manner, interim profits will not be paid to the managing general
agent until one year after they are earned for property insurance business and five years after they are earned on
casualty business and not until the profits have been verified pursuant to section 44-4906.

Source: Laws 1990, LB 1136, § 115, Laws 2006, LB 875, § 9.
Section 44-4905 Managing general agent; prohibited acts.
The managing general agent shall not:

(1) Bind reinsurance or retrocessions on behalf of the insurer, except that the managing general agent may bind
facultative reinsurance contracts pursuant to obligatory facultative agreements if the contract with the insurer
contains reinsurance underwriting guidelines, including, for both reinsurance assumed and ceded, a list of
reinsurers with which such automatic agreements are in effect, the coverages and amounts or percentages that
may be reinsured, and commission schedules;

(2) Commit the insurer to participate in insurance or reinsurance syndicates;

(3) Appoint any agent or broker without assuring that the agent or broker is lawfully licensed to transact the
type of insurance for which he or she is appointed;

(4) Without prior approval of the insurer, pay or commit the insurer to pay a claim over a specified amount, net
of reinsurance, which shall not exceed one percent of the insurer’s policyholders surplus as of December 31 of
the last-completed calendar year;

(5) Collect any payment from a reinsurer or commit the insurer to any claim settlement with a reinsurer without
prior approval of the insurer. If prior approval is given, a report shall be promptly forwarded to the insurer;

(6) Permit subagents or subbrokers of the insurer appointed by the managing general agent to serve on the
insurer’s board of directors;

(7) Jointly employ an individual who is employed by the insurer; or

(8) Appoint a submanaging general agent.

Source: Laws 1990, LB 1136, § 116, Laws 1993, LB 583, § 109

Section 44-4906 Insurer; duties.

(1) The insurer shall have on file an independent audited financial examination or reports for the two most
recent fiscal years that prove that the managing general agent has a positive net worth. If the managing general
agent has been in existence for less than two fiscal years, the managing general agent shall include financial
statements or reports, certified by an officer of the managing general agent and prepared in accordance with

generally accepted accounting principles, for any completed fiscal years and for any month during the current
fiscal year for which such financial statements or reports have been completed.



An audited financial/annual report prepared on a consolidated basis shall include a columnar consolidating or
combining worksheet that shall be filed with the report and include the following: (a) Amounts shown on the
consolidated audited financial/annual report shall be shown on the worksheet; (b) amounts for each entity shall
be stated separately; and (c) explanations of consolidating and eliminating entries.

(2) If a managing general agent establishes loss reserves, the insurer shall annually obtain the opinion of an
actuary attesting to the adequacy of loss reserves established for losses incurred and outstanding on business
produced by the managing general agent. The opinion shall be in addition to any other required loss reserve
certification.

(3) The insurer shall periodically, at least semiannually , conduct an onsite review of the underwriting and
claims-processing operations of the managing general agent.

(4) Binding authority for all reinsurance contracts or participation in insurance or reinsurance syndicates shall
rest with an officer of the insurer who is not affiliated with the managing general agent.

(5) Within thirty days of entering into or termination of a contract with a managing general agent, the insurer
shall provide written notification of such appointment or termination to the director. Notices of appointment of
a managing general agent shall include a statement of duties which the applicant is expected to perform on
behalf of the insurer, the lines of insurance for which the applicant is to be authorized to act, and any other
information the director may request.

(6) An insurer shall each quarter review its books and records to determine if any producer has become a
managing general agent. If the insurer determines that a producer has become a managing general agent, the
insurer shall promptly notify the producer and the director of such determination and the insurer and producer
shall fully comply with the Managing General Agents Act within thirty days.

(7) No officer, director, employee, subproducer, or controlling shareholder of the insurer’s managing general
agent shall be appointed to its board of directors. This subsection shall not apply to relationships governed by
the Insurance Holding Company System Act.

(8) The insurer shall keep the bond required by subdivision (7) of section 44-4904 on file for review by any
applicable state insurance director, superintendent, or commissioner.

Source: Laws 1990, LB 1136, § 117, Laws 1991, LB 236, § 87, Laws 2006, LB 875, § 10.
Cross References: Insurance Holding Company System Act, see section 44-2120.

Section 44-4907 Acts of agent; how treated; examination authority.

The acts of the managing general agent are considered to be the acts of the insurer on whose behalf it is acting.
A managing general agent may be examined by the department as if it were the insurer.

Source: Laws 1990, LB 1136, § 118, Laws 2006, LB 875, § 11.



Section 44-4908 Violations; penalties; action for damages; construction of act.

(1) If the director determines that the managing general agent or any other person has not materially complied
with the Managing General Agents Act, any rule or regulation adopted or promulgated thereunder, or any order
issued thereunder, after notice and opportunity to be heard in accordance with the Administrative Procedure
Act, the director may:

(a) For each separate violation, order a penalty in an amount not exceeding five thousand dollars;
(b) Order revocation or suspension of the agent’s or broker’s license; and

(c) If it was found that because of such material noncompliance that the insurer has suffered any loss or
damage, maintain a civil action brought by or on behalf of the insurer and its policyholders and creditors for
recovery of damages for the benefit of the insurer and its policyholders and creditors and other appropriate
relief.

(2) If an order of rehabilitation or liquidation of the insurer has been entered pursuant to the Nebraska Insurers
Supervision, Rehabilitation, and Liquidation Act, and the receiver appointed under the order determines that the
managing general agent or any other person has not materially complied with the Managing General Agents
Act, any rule or regulation adopted and promulgated thereunder, or any order issued thereunder, and the insurer
suffered any loss or damage therefrom, the receiver may maintain a civil action for recovery of damages and
other appropriate relief for the benefit of the insurer.

(3) This section shall not affect the right of the director to impose any other penalties provided for in Chapter
44,

(4) The Managing General Agents Act is not intended to and shall not in any manner limit or restrict the rights
of policyholders, claimants, and auditors.

Source: Laws 1990, LB 1136, § 119, Laws 1993, LB 583, § 110

Cross References: Administrative Procedure Act, see section 84-920. Nebraska Insurers Supervision, Rehabilitation, and Liquidation
Act, see section 44-4862.

Section 44-4909 Rules and regulations.

The director shall adopt and promulgate reasonable rules and regulations for the implementation and
administration of the Managing General Agents Act.

Source: Laws 1990, LB 1136, § 120
Section 44-4910 Compliance with act; when.

No insurer may continue to utilize the services of a managing general agent on and after January 1, 1991, unless
such utilization is in compliance with the Managing General Agents Act.

Source: Laws 1990, LB 1136, §



NEBRASKA DEPARTMENT OF INSURANCE
Terminal Building, 941 O Street, Suite 400, Lincoln, Nebraska 68508-3639

Application for Insurance Agency License

This application must be completed in full (typewritten or printed in ink) signed and notarized. You have the duty to provide correct answers to all
questions in this application. This application may be denied if any answer is incorrect or incomplete.

SECTION | Check One Check One Check One
[JResident CPartnership Cinitial Application
CINonresident Cunincorporated  [JChange of Name
LEGAL NAME Association
[ICorporation
MANAGING GENERAL
DOING BUSINESS AS NAME (DBA) AGENT (MGA)
CIyes [ONo (see reverse
side for MGA definition)
STREET ADDRESS AND P. O. BOX NUMBER TELEPHONE NUMBER
CITY STATE ZIP CODE FEDERAL I.D. NUMBER
O CHANGE OF NAME FROM

List below the names and provide information for all licensed agents or brokers which the agency hereby designates who shall have full
responsibility for the conduct of all business transactions of the insurance agency within the state relative to insurance. Such designated agent or
broker shall be either an officer or a member of the agency and shall have either (1) more than a nominal financial interest in the agency or (2)
be an active participant in the management of the agency. Any individual associated with a licensed agency who solicits insurance shall be a
licensed agent or broker. No agency shall pay any commission to anyone other than a licensed agent or broker and no licensed agent or broker
shall assign any commissions to any unlicensed agency.

SECTION 11
NOTE: AGENTS AND BROKERS LISTED IN SECTION I1 MUST SIGN THEIR NAME IN SECTION 111

NAME OF AGENT OR BROKER SOCIAL SECURITY NUMBER TITLE OR POSITION

In the event a designated agent or broker of a licensed agency shall either leave the agency or have his or her license revoked, the agency shall
have thirty (30) days in which to designate another qualified licensed agent or broker. Note: No more than four (4) licensed agents/brokers may
be designated for an agency.

SECTION I

In support of this application, | certify that I have the duty to provide truthful and correct answers to the above questions and that this application may be
denied if any answers are found to be incorrect or incomplete. | certify that the answers as above given are true and that no fact has been omitted. 1
further certify that the Nebraska Department of Insurance will be notified within 30 days of any change of address from that set forth in this application.

Sign Here Title Date
Sign Here Title Date
Sign Here Title Date
Sign Here Title Date

Subscribed to in my presence and duly sworn this ____ day of ,

STATE OF COUNTY OF

Notary Public
THE LICENSE FEE MUST BE SUBMITTED WITH THIS APPLICATION
Refer to the schedule of fees on the reverse side of this form

STATE USE ONLY LICENSE NUMBER DATE ISSUED

DOI 9002 9/02
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